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Singapore’s small- and mid-cap (SMID) equities are becoming increasingly investable as liquidity,

research coverage and institutional participation improve. Supported by initiatives such as EQDP,

market conditions are strengthening beyond the largest index constituents.

While large caps have led recent gains, many SMIDs continue to trade at relatively appealing

valuations, creating opportunities for selective, actively managed investors.

Spotlight on Singapore
SMIDs
Key points:

e More SGX-listed companies now meet
investable trading liquidity thresholds,
receive analyst coverage, improve
transparency and price discovery,
particularly among SMIDs, as supported by
EQDP.

o Greater institutional investor participation
may support valuations and market
efficiency.

e |PO activity is broadening the opportunity
set. New listings increase investment

choices.

e Many SMIDs trade at lower valuations and

higher dividend yields than large-cap peers.

o Differences in business fundamentals,
governance and liquidity remain significant
across the segment.

e Fundamental research and disciplined
portfolio construction are important for
identifying long-term winners.

e An all-cap approach may offer flexibility to
capture SMID opportunities while retaining
exposure to large-cap defensiveness when
needed.

Singapore’s small- and mid-cap (SMIDs) equity
segment is entering a more constructive phase.
Historically, limited trading liquidity and sparse
research coverage restricted institutional
participation and weakened price discovery in the
market cap spectrum. The rollout of the Equity
Market Development Programme (EQDP) directly
addresses these constraints by broadening the pool
of active fund management capital, extending
investor attention beyond the largest index
constituents and strengthening the supporting
research ecosystem.

This development reinforces the structural case for
Singapore equities, highlighting the market’s
resilient economic base, defensive characteristics
and policy support, while positioning SMIDs as one
of five investment themes associated with EQDP.
We believe the opportunity arises from the transition
underway: market quality is improving, but liquidity,
research coverage and price discovery remain
uneven. These conditions may allow fundamental
investors to identify high-quality companies before
broader institutional participation narrows
information and valuation gaps.

Many large-cap stocks in Singapore have rallied in
recent years. While SMIDs have delivered solid
performance, they continue to lag their larger peers.
The resulting performance and valuation divergence
suggests that the next phase of market broadening
could extend to smaller companies as liquidity and
visibility improve. However, the segment should not
be approached as a uniform allocation. Differences
in business quality, governance, balance-sheet
resilience and trading depth remain substantial,
placing stock selection and portfolio construction
with prudent risk management at the centre of the
investment case.
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Chart 1: More SGX-listed stocks exceed S$1 million ADTV,

led by SMIDs (no.)
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Size definition: Small cap $$100 million-S$5 billion; Mid cap $$5-9 billion; Large cap >$$9 billion. ATDV - Average daily trading volume (ADTV).
Source: Bloomberg, Manulife Investment Management Singapore, as of June 30, 2026.

More investible with improving liquidity,
research coverage and institutional
attention

Trading liquidity and research coverage have
historically represented the principal barriers to
institutional ownership of Singapore SMIDs. These
constraints are mutually reinforcing: limited turnover
reduces the capacity of larger investors to build
positions, while a narrow ownership base weakens
the commercial incentive for research coverage and
issuer engagement. Nevertheless, we have been
witnessing gradually improving trends across these
conditions.

Better liquidity, with notable improvement
among SMIDs

The number of SGX-listed companies trading above
the S$1 million average daily trading value
threshold has increased in recent years, with the
most notable improvement among SMIDs (chart 1).
Investibility is determined not only by market
capitalisation, but also by the ability to establish and
adjust positions without materially affecting market
prices. The broadening in liquid names therefore
enlarges the practical opportunity set available to
active managers and reduces reliance on a
concentrated group of large cap index constituents.

The implications extend beyond an increase in
turnover. More consistent trading depth can support
more efficient execution, more reliable valuation
signals and greater confidence in position
scalability.

It may also encourage more regular issuer
engagement, as a broader shareholder base
increases the value of disclosure and capital-market
communication. EQDP is therefore relevant as an
ecosystem catalyst: sustained active participation
can reinforce liquidity and price discovery over time,
rather than producing only a temporary increase in
activity.

Improving research coverage

More SGX-listed companies are receiving active
sell-side research coverage, improving the
availability and comparability of financial information
(chart 2). This is particularly relevant for SMIDs,
where historically limited external coverage has
often delayed market recognition of operational
improvement, balance-sheet strength or better
capital allocation.
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Chart 2: Increasing number of stocks with active research coverage (no.)
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Source: Bloomberg, Manulife Investment Management Singapore, Sep 2026.

The Grant for Equity Market Singapore (GEMS)
research scheme complements this process by
directly addressing one of the structural gaps in
Singapore equities: the limited commercial incentive
to initiate and maintain coverage on smaller
companies. The scheme was introduced by
Monetary Authority of Singapore (MAS) to
strengthen Singapore’s equity capital market,
including support for research talent development
and research initiatives that enhance coverage of
Singapore-listed companies, particularly in the
SMIDs segment. In its enhanced form, the
programme also supports research on pre-initial
public offering (IPO), IPO and post-IPO companies,
helping to widen the information funnel before and
after listing. This can improve the continuity of
analyst attention, issuer engagement and investor
education around companies that may otherwise
remain outside the regular coverage universe.

Improved coverage should enhance price
discovery, but it may also reduce the duration of
mispricing. The current environment consequently
represents an attractive transition period:
information remains uneven, while the mechanisms
that can bring under-researched companies into
wider investor focus are strengthening.
Fundamental research remains essential to identify
earnings inflections, changes in cash conversion,
balance-sheet optionality and capital-allocation
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catalysts before they become fully reflected in
market expectations. Additional coverage in itself is
not a re-rating catalyst; underlying companies must
still deliver solid earnings, credible governance and
shareholder returns. Its importance lies in improving
the transmission between fundamental progress
and market recognition, particularly for companies
that have historically remained outside the regular
scope of institutional research.

Institutional investor’s interest expected to
increase

The broadening of Singapore’s equity market
should be evident not only in trading liquidity and
research coverage, but also in how active investors
allocate capital. The expectation of greater
institutional participation should reinforce the
improvements in liquidity and research coverage
discussed above. As more funds build meaningful
positions in SMIDs, companies may benefit from a
wider shareholder base, more regular investor
engagement and stronger market feedback on
disclosure, governance and capital allocation. Over
time, this may support more effective price
discovery and a more differentiated valuation
framework across the segment.
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The impact, however, is unlikely to be uniform.
Incremental active capital is likely to favour
companies with sufficient liquidity, visible earnings
growth, sound governance and credible capital-
allocation discipline. Greater buy-side attention
should therefore sharpen the distinction between
investible SMIDs and persistent value traps,
reinforcing the importance of deep fundamental
research even as the broader market backdrop
becomes more supportive.

Our strategy is positioned to participate in this
broadening through an all-cap approach with
dynamic allocation as our strategy can allocate
meaningfully to SMIDs when the risk-return profile
is attractive, with a target SMID allocation of around
60%, while retaining the flexibility to pivot back into
large caps when defensiveness, liquidity or income
resilience becomes more important, with a target
large-cap allocation of around 40%. Position sizing
is therefore driven by bottom-up stock selection and
portfolio construction rather than by index weights
alone. This is particularly relevant in Singapore,
where the benchmark remains concentrated in a
narrow set of large caps and may not fully capture
the emerging opportunity in higher-quality SMIDs.

Growing SMID universe with IPOs lined up

A more active initial public offering market is an
important component of a sustainable equity-market
ecosystem. New listings provide growth capital to
companies, broaden the sector composition of the

exchange and expand the opportunity set beyond
established index constituents. As secondary-
market liquidity and institutional participation
improve, Singapore should also become a more
attractive listing venue, supporting a more
continuous pipeline of investible companies.

Nonetheless, a larger opportunity set does not
automatically translate into stronger investment
outcomes (chart 3). Among the 16 SGX Mainboard
IPOs since 2025, the wide dispersion between the
strongest and weakest 30-day returns shows that
average performance masks materially different
company-level results. New issuance should
therefore be viewed as a stock-selection opportunity
rather than a broad market exposure.

We approached the IPO opportunity set selectively,
applying the same growth, cash flow, management
and valuation (GCMV) and catalyst framework used
for seasoned issuers. We assess new listings
based on growth durability, management quality,
cash-flow and balance-sheet resilience, valuation
discipline and the presence of company-specific
catalysts. While a stronger IPO pipeline expands
the investible universe, we believe active stock
selection remains the primary determinant of
investment outcomes.

Chart 3: 30-day post-listing performance (%) of SGX IPOs in 2025/26
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Chart 4: Rebased performance - Large cap versus SMIDs

Rebased (Dec 2022 = 100) Large Cap —— SMID Cap
180
160
140
120

80

60

Dec-19 Dec-20 Dec-21 Dec-22 Dec-23 Dec-24 Dec-25
SMIDs - Small and mid-cap stocks. Source: Bloomberg, Manulife Investment Management Singapore, Sep 2026.
Attractive valuation with re-rating potential that have yet to be fully reflected in market
valuations.

Singapore equities have also seen a widening
divergence (chart 4). In terms of valuation, SMIDs are trading at more
attractive valuation metrics, with lower price-to-
earnings and price-to-book multiples, as well as
higher dividend yields, as compared to large caps
(chart 5). This may provide a more favourable entry
point for investors seeking companies with resilient
earnings, sound balance sheets and credible
shareholder-return policies.

Chart 5: Valuation - Large cap versus SMIDs

Large caps have delivered a strong rally over the
past three years, while SMIDs have lagged despite
improving market conditions. As EQDP supports
broader liquidity, research coverage and
institutional participation, the catch-up opportunity
may increasingly shift toward higher-quality SMIDs
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Indices: Straits Times Index, FTSE ST All-Share and SG Next 50. SMIDs - Small and mid-cap stocks. Source: Bloomberg, Manulife Investment
Management Singapore, Sep 2026.
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Conclusion

Singapore SMIDs are becoming a more compelling
opportunity as market infrastructure around the
segment continues to improve. Better liquidity,
broader research coverage and rising institutional
participation should support more effective price
discovery and create a stronger foundation for
selected smaller companies to narrow the
performance gap with large caps.

On the other hand, the opportunity set should be
approached with selectivity. An expanding investible
universe, improving research ecosystem and
stronger IPO pipeline can help bring more
companies into market focus, but dispersion in
business quality, governance, liquidity and balance-
sheet resilience warrant caution from investors.
Active management is therefore critical to identify
companies with sustainable earnings growth,
disciplined capital allocation and credible
shareholder-return policies, while avoiding those
whose low valuations reflect structural weaknesses.

We believe fund managers with rigorous investment
processes, deep local market experience and
robust risk management capabilities are well
positioned to deliver alpha in this space. An all-cap
framework may provide the flexibility to allocate
meaningfully to SMIDs when company-level risk-
reward is appealing, while retaining exposure to
large-cap liquidity and defensiveness when market
conditions warrant. This combination of
fundamental selectivity, portfolio flexibility and
disciplined risk control is essential to unlocking the
opportunity in Singapore SMIDs.

Important Information

Investing involves risks, including the potential loss of
principal. Financial markets are volatile and can fluctuate
significantly in response to company, industry, political,
regulatory, market, or economic developments. These
risks are magnified for investments made in emerging
markets. Currency risk is the risk that fluctuations in
exchange rates may adversely affect the value of a
portfolio’s investments.

The information provided does not take into account the
suitability, investment objectives, financial situation, or
particular needs of any specific person. You should
consider the suitability of any type of investment for your
circumstances and, if necessary, seek professional
advice.

This material is intended for the exclusive use of
recipients in jurisdictions who are allowed to receive the
material under their applicable law. The opinions
expressed are those of the author(s) and are subject to
change without notice. Our investment teams may hold
different views and make different investment decisions.
These opinions may not necessarily reflect the views of
Manulife Investment Management or its affiliates. The
information and/or analysis contained in this material has
been compiled or arrived at from sources believed to be
reliable, but Manulife Investment Management does not
make any representation as to their accuracy,
correctness, usefulness, or completeness and does not
accept liability for any loss arising from the use of the
information and/or analysis contained. The information in
this material may contain projections or other forward-
looking statements regarding future events, targets,
management discipline, or other expectations, and is
only current as of the date indicated. The information in
this document, including statements concerning financial
market trends, are based on current market conditions,
which will fluctuate and may be superseded by
subsequent market events or for other reasons. Manulife
Investment Management disclaims any responsibility to
update such information.

Neither Manulife Investment Management or its affiliates,
nor any of their directors, officers or employees shall
assume any liability or responsibility for any direct or
indirect loss or damage or any other consequence of any
person acting or not acting in reliance on the information
contained here. All overviews and commentary are
intended to be general in nature and for current interest.
While helpful, these overviews are no substitute for
professional tax, investment or legal advice. Clients
should seek professional advice for their particular
situation. Neither Manulife, Manulife Investment
Management, nor any of their affiliates or representatives
is providing tax, investment or legal advice. This material
was prepared solely for informational purposes, does not
6
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constitute a recommendation, professional advice, an
offer or an invitation by or on behalf of Manulife
Investment Management to any person to buy or sell any
security or adopt any investment strategy, and is no
indication of trading intent in any fund or account
managed by Manulife Investment Management. No
investment strategy or risk management technique can
guarantee returns or eliminate risk in any market
environment. Diversification or asset allocation does not
guarantee a profit or protect against the risk of loss in
any market. Unless otherwise specified, all data is
sourced from Manulife Investment Management. Past
performance does not guarantee future results.

About Manulife Wealth & Asset Management

As part of Manulife Financial Corporation, Manulife
Wealth & Asset Management’s mission is to make
decisions easier and lives better by helping people invest
confidently to pursue a more secure financial future. Our
strength comes from the diversity of our global asset
management expertise and distribution capabilities. Our
global investment teams span equities, fixed income,
alternative credit, private markets, and multi-asset
solutions. We provide investment, financial advice, and
retirement plan services to millions of individuals,
institutions, and retirement plan members worldwide. At
the heart of our approach are three cultural pillars:
Partner for Progress, Trust through Transparency, and
Intellectual Curiosity. These values shape how we build
long- term relationships, develop differentiated
investment strategies, and empower advisors and clients
to seek meaningful financial outcomes. Whether
through cutting-edge technology, Al innovation,
personalized advice, or sustainable stewardship,
Manulife Wealth & Asset Management is a trusted
partner helping clients navigate complexity and invest
with confidence. Not all offerings are available in

all jurisdictions. For additional information, please visit
manulifeim.com.

This material has not been reviewed by, is not registered
with any securities or other regulatory authority, and may,
where appropriate, be distributed by the following
Manulife entities in their respective jurisdictions.
Additional information about Manulife Investment
Management may be found at
manulifeim.com/institutional

Australia: Manulife Investment Management Timberland
and Agriculture (Australasia) Pty Ltd, Manulife
Investment Management (Hong Kong) Limited. Canada:
Manulife Investment Management Limited, Manulife
Investment Management Distributors Inc., Manulife
Investment Management (North America) Limited,
Manulife Investment Management Private Markets
(Canada) Corp. Chinese Mainland: Manulife Overseas
Investment Fund Management (Shanghai) Limited

Company. European Economic Area: Manulife
Investment Management (Ireland) Ltd. which is
authorised and regulated by the Central Bank of Ireland
Hong Kong: Manulife Investment Management (Hong
Kong) Limited. Indonesia: PT Manulife Aset Manajemen
Indonesia. Japan: Manulife Investment Management
(Japan) Limited. Malaysia: Manulife Investment
Management (M) Berhad 200801033087 (834424-U)
Philippines: Manulife Investment Management and
Trust Corporation. Singapore: Manulife Investment
Management (Singapore) Pte. Ltd. (Company
Registration No. 200709952G) South Korea: Manulife
Investment Management (Hong Kong) Limited.
Switzerland: Manulife IM (Switzerland) LLC. Taiwan:
Manulife Investment Management (Taiwan) Co. Ltd.
United Kingdom: Manulife Investment Management
(Europe) Ltd. which is authorised and regulated by the
Financial Conduct Authority United States: John
Hancock Investment Management LLC, Manulife
Investment Management (US) LLC, Manulife Investment
Management Private Markets (US) LLC and Manulife
Investment Management Timberland and Agriculture Inc.
Vietnam: Manulife Investment Fund Management
(Vietnam) Company Limited.

Manulife, Manulife Investment Management, Stylized M
Design, and Manulife Investment Management & Stylized
M Design are trademarks of The Manufacturers Life
Insurance Company and are used by it, and by its
affiliates under license.



